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KEY ECONOMIC INDICATORS 
(Values in million US$, based on current prices, 
unless otherwise specified) 


3/ 4/ 5/ 
1/ 2/ Jan-Jun 1977-78 1978-79 


Income, Production, Employment 1977r 1978r 1979p % Change % Change 


GNP in current prices 65471. 7,667. na 1007 
GDP in constant 1968 prices 3,823. 4,446. 2,399.7 8.6 
Per capita GNP in cur. prices 2,803. 3,284. na 9.4 
Plant & Equipment Investment 953. 1,241. na 14.2 
Avg.Index of Industrial Prod. 

4th Quarter (1974 = 100) 130. 149.1: 147. 
Avg.Index of Industrial Wages 

(July 1972 = 109) 163. 174. na 
Labor Force (in thousands) 919. 995. na 
Avg. Unemployment (%) 35 3% na 


Money & Prices 


Money Supply (M1) £6415.7 
Prime Interest Rate / 7.02 
Avg.Consumer Price Index— na 
Avg.Wholesale Price Index 

(1974 = 100) 109.9 
Avg.GDP Deflator (1968 = 100) 156.5 


Balance of Trade & International Payments 


Exports of Manufactured Goods 4,167.5 5,318. 19. 
U.S. Share 835.0 1 167). 326 
Total Exports f.o.b. 

(excl. Indonesia) 8,267. 10,125. ; 14. 
U.S. Share 1,284. 1,623. 936. 18. 
Imports of Manufactured Goods 5,711. (e572 ts na 23. 
U.S. Share a, 206. 1934 na 18. 
Total Imports c.i.f. 

(excl. Indonesia) 10,502. 13,040. 1,466.2 16. 
U.S. Share 13325. LO6L. 1,067.5 16. 
Balance of Trade -2,235. -2,914. -1,559.0 -21. 
Balance of Payments 314. 637. na 89. 
Foreign Exchange & Gold Res. 35443; 9,022, 5,398.18/ 26. 
External Public Debt 407. 449. na 3. 


r--revised estimates, p--preliminary estimates, na--not available 


Exchange rate: S$2.43 = USS$1 
Exchange rate: $$2.27 = US$1 
Exchange rate: $$2.20 = US$1 
% Change calculated on S$ value (financial figures only) 
Except where noted, figures are % change in S$ between Jan-Jun 1978 
Jan-Jun 1979 
New Series, June 1977-May 1978 = 100 
7/ % Change based on old series 
8/ As at end, April 1979 
9/ % Change based on April's statistics 





SUMMARY 


The Singapore economy registered a real GDP growth rate of 9.7 percent 
for the first half of 1979, even better than the 8.6 percent and 7.8 
percent for the same periods in 1977 and 1978. All sectors of the 
economy expanded, as exemplified by the rapid growth of the manufactur- 
ing sector, the high influx of foreign investment and the success of 
the tourist industry. Some 28,000 new jobs were created in the first 
six months of 1979, an increase of 4,000 over the same period in 1978. 


Investment by U.S. companies is expected to increase as many established 
companies expand their existing operations to meet higher demands for 
goods and services. Singapore has maintained its reputation as one of 
the safest and most profitable countries in the world for investment. 
Other factors, such as the stability between the Singapore and U.S. 
dollars, extensive use of English in business communications, and 
Government incentives for foreign investors will continue to make it 
highly attractive to U.S. business interests. 


CURRENT ECONOMIC CONDITIONS AND TRENDS 
The Economic and Political Context 


The growth of the Singapore economy for the last ten years has been 
remarkable. During this period (assuming a 9.7 GDP percent increase 
for all of 1979), Singapore's real Gross Domestic Product grew at an 
average rate of 9.6 percent. It is worth noting, however, that this 
growth rate has not been even: from double digit growth in 1970-73, 
it dropped to 4.1 percent in 1975 and has since risen gradually to the 
9.7 percent for the first half of this year. The obvious reason for 
the mid-decade slowdown was the 1974-75 recession in all of the major 
industrialized countries, upon which Singapore depends heavily for 
export markets. The recession resulted from or at least was seriously 
deepened by the 1973 oil price increases. _ The question for Singapore 
is whether recent oil price increases will again bring on or reinforce 
simultaneous recessions in its major markets. To the extent that they 
do so, history would indicate that Singapore will find its growth rate 
somewhat reduced, although the Government has been successful in muting 
the effect of negative external events on the Singapore economy. 


The most interesting factor in Singapore's economic development during 
the next few years will be the Government's campaign to reshape the 
economy. In early 1979, the National Wage Council (NWC) announced wage 
guidelines, which companies in Singapore normally follow fairly closely, 
that will result in an overall 20 percent increase in wages but will 
differentially increase wages at the lower end of the income range. The 
purposes are to encourage low-wage, labor-intensive employers either to 
upgrade the productivity of their operations or to move to lower-wage 
countries and to reduce dependence on low-wage guest workers from 
neighboring countries. The Government expects a considerable number of 
low-wage workers gradually to be freed up for training and re-employment 
in more highly-capitalized industries. The rationale for this policy is 
that if wages and the living standard are to be increased without impair- 
ing export growth, labor productivity must increase as well. To 





encourage inyestment in higher technology industries, the goyernment 
offers generous incentives and actively recruits foreign companies to 
set up such industries in Singapore, The government has announced that 
NWC guidelines for the next two years will recommend similarly substan- 
tial wage increases. 


Reactions to the Government's plan have been mixed. Some fear that the 
wage increases will be too abrupt and will slow down the growth rate, 
bringing considerable unemployment. More optimistic observers believe 
that Singapore will succeed in attracting the high technology industries 
it wants and in training the work force needed for them without severe 
adjustment problems. 


Stability is the word for the domestic political scene; Prime Minister 
Lee Kuan Yew and his People's Action Party (PAP) have led Singapore since 
independence in 1965 and there are no signs whatever of any lessening of 
the PAP's preeminence, There is frequent discussion of second-generation 
leadership, but changes in the very top government leadership are by no 
means imminent, and the second generation candidates for leadership 
positions look forward to a lengthy apprenticeship. Stability, and 

the wide measure of economic freedom enjoyed by business, are key factors 
in Singapore's success in attracting investors looking to the long term. 


Singapore belongs to the Association of South East Asian Nations (ASEAN) ,2/ 
which promotes regional economic cooperation and is undoubtedly important 
in promoting regional political stability as well. The Government of 
Singapore has often expressed its concerns about the possible future 

impact on ASEAN of the current hostilities among communist countries in _ 
Indochina. For a trader or investor doing business in Singapore, however, 
there seems to be little cause for immediate concern. The chances are that 
the parties to the hostility will be preoccupied with their own serious 
economic and security problems for many years. 


The Singapore Economy 


--Manufacturing. For the first half of 1979, manufacturing was the most 
buoyant sector and accounted for 39 percent of overall growth. Total 
manufacturing investments amounted to S$$740 million2/ which is an increase 
of 34 percent over the same period last year. Manufacturing also accounted 
for 23.5 percent of GDP. The table shows the performance of the manu- 
facturing sector by industry. 


1/ Includes Indonesia, Malaysia, the Philippines and Thailand as well 
as Singapore. 


2/ One U.S. dollar = S$2.13 (October 1, 1979). 





INDEX OF INDUSTRIAL PRODUCTION 
(1974 = 100) 


Selected 1978 (Quarter) 1979(Quarter) 
Industries (Weights) I a1 LiL IV I II 


Food (42) £26.3.. 126.3: IASB. 119.18 - 121.0 141.4 
Textiles (24) 116.3 106.7 100.5 103.3 87.9 93.1 
Clothing (22) 97.3. 105.8 106.6.;-126.6-. 105.1 104.3 
Wood Processing (28) Oi 54.) 205.41. . d1021.... 115.0 93.6 96.7 
Printing & Publishing (34) 126.7 133.1 143.0 146.2 124.6 132.2 
Chemicals (33) 363.1 3166.6 175.2 ° 1990.2 ‘161.0 149.7 
Petroleum Refining (245) 90.2). 100.1. A157 , 35.0 105.7 106.7 
Iron & Steel (28) 118.4 146.6 164.7 178.9 145.2 168.4 
Machinery & Equipment (76) 155.4 133.0 158.4 207.8 222.6 231.5 
Electronics (142) 1£695.1-- 20644 ~21042 5232.1. 219..4...249.7 
Transport Equipment (152) 114.9 123.3 128.3 123.1 119.2 157.3 

ALL (1000) 121.3 130.9 .440.4. 148.7 141.2 154.6 


According to the most recent survey of business expectations, conducted 
by the Singapore Department of Statistics on a quarterly basis, more 
manufacturers plan to increase expenditures on plant and machinery than 
on buildings. This indicates that manufacturing companies are already 
contemplating upgrading their plants toward greater use of capital equip- 
ment in accordance with the government's strategy for encouraging more 
sophisticated and higher value-added industries. In 1960 the manufactur- 
ing sector was dominated by a large number of lower value-added 
industries which accounted for 69 percent of employment and 68 percent 

of total value added. In the last 18 years, however, the situation has 
been reversed, and high value-added industries, such as chemicals and 
related products, petroleum, metals, engineering, electronic, shipbuild- 
ing and repair, have dominated the economy. In 1978 these industries 
accounted for 57 percent of the employment with about 70 percent of 

value added. 


--The Petroleum Industry. Singapore is the third largest refining 
center in the world and refining capacity will continue to grow as 
American and British oil companies increase their investments in the 
construction of new facilities to raise output. Mobil Oil will Berne 
with plans to build a S$200 million visbreaker at its Singapore 
refinery. When the project comes on stream, the visbreaker and 
associated facilities will enable Mobil to upgrade substantial quantities 
of fuel oil into higher value products such as diesel, kerosene, and 
naptha. The visbreaker will have a refining capacity of 50,000 barrels 
of fuel oil a day. 


The Singapore Government and the Japanese Sumitomo Company are proceeding 
with plans for downstream projects associated with the two billion (S) dollar 
petrochemical complex to be built on one of Singapore's islands. Propos- 

als have been made for three factories which will turn out 100,000 tons 

of polypeophlene, 50,000 tons of medium and low pressured polyethylene 

and 100,000 tons of ethyleneoxide. A Mitsubishi-led consortium of four 
Japanese petrochemical companies, together with Shell International 





Chemical, plans to set up the downstream ethlene glycol and ethylene 
oxide plants. Phillips has indicated interest in the high density poly- 
ethylene plant, and so far the proposed vinyl-chloride monomer plant is 
the only one without any confirmed investors. Domestically, the 
Singapore citizenry is experiencing substantial increases in the prices 
of diesel fuel, gasoline and electric power as OPEC increases its prices. 
The most visible evidence of shortages in Singapore was the long lines 
of diesel-powered vehicles which formed queues to purchase fuel (although 
there have also been shortages of bunker aircraft fuel). While the 
diesel shortage was ephemeral, it reminded the populace of the grim 
realities of the world's fuel economy. 


In 1978, total revenue for Singapore's shipbuilding and repair industry 
fell by 15 percent; the first time it has registered a double digit fall 


since the slump in the industry three years ago. Similarly, in 1978 
revenue from oil rig construction fell by nearly 18 percent to S$130 
million, the lowest figure recorded for the past five years. Due to the 
upsurge of worldwide oil exploration activity, however, there is a higher 
demand for oil rig construction, and yards are now almost back to operat- 
ing with their normal work force. This demand for oil rig construction 
was reflected in the statistics on the transport equipment industry, 
which registered a growth in output of 15 percent. The best prospects 
for shipbuilding, however, will continue to be in specialized medium 

and small-sized vessels. 


The metal engineering/precision equipment industry continued to grow in 
the first six months of 1979. The Government of Singapore has placed 


high emphasis on this sector and is very happy with the advanced preci- 
sion equipment produced by firms such as Sundstrand and Garrett of the 
United States. Japanese firms are also becoming active in this industry; 
for example, Okamoto Machine Tool Works Company has announced expansion 
plans for its plant in Singapore. Earlier this year, another Japanese 
company, Nachi-Fyjikachi set up a plant to produce precision cutting tools. 


The electronic industry remains healthy despite worries over protectionism 
and labor shortages. For the last ten years, the industry has experienced 
a spectacular rate of growth. As of mid-1979, the industry comprised 
approximately 180 companies employing over 55,000 workers. Next to the 
capital-intensive petroleum industry, electronics is the largest single 
producer by value. Observers believe that the Government's policy for 
high technology industries combined with the National Wage Council's 

call for higher wages was aimed inter alia at the more labor intensive 
electronic companies. According to the Electronic Division of the 
Singapore Economic Development Board, the Government's strategy is to 
increase labor production in all industries and, while there is no 
objection to efficiently run labor-intensive operations, more emphasis 

is to be placed on skilled labor and mechanization to reduce labor 
shortages and Singapore's reliance on guest workers. Currently, the basic 
problem facing the electronic industry is the shortage of relatively 
unskilled labor, and as companies expand their production to meet world- 
wide demand for electronic goods, the labor situation has remained tight; 
the only relief has been employment of foreign workers, primarily from 
Malaysia. The future trend for the industry will be a move into the 

more advanced industrial sector and production of more sophisticated 





7 


consumer goods. Some of the lower-value, labor-intensive operations are 
considering moving to Malaysia or other countries where labor is readily 
available and wages are lower. 


Perhaps small in comparison to the other industries, the wood processing 
industry remains healthy although there are signs that high log prices 

may have an adverse effect on the plywood industry. The U.S. market, 
taking nearly half of the knock-down furniture exports from Singapore, 
imported about S$8 million from the Republic in the first four months of 
1979, compared to almost S$5 million in 1978. In 1978, Singapore exported 
1.9 million metric tons of timber products valued at $$768 million. 


Judging from recent reports of deforestation of certain areas of Thailand 
and Malaysia, the price of timber may increase in the future as govern- 
ments enforce conservation policies. 


Although the textile industry has done well for the past several years, 
the industry experienced a slight slowdown in early 1979. Garment manu- 
facturers, in particular, will have to make adjustments to meet higher 
costs of production. In accordance with the NWC guidelines, the partic- 
ularly labor-intensive garment manufacturers will have to increase wages 
by an estimated 25 to 30 percent. At the moment, many companies are not 
able or prepared to pay higher wages for labor-intensive production. On 
the other hand, the government maintains that the textile industry will 
survive only if manufacturers succeed over the next two or three years 
in a transition from production of low cost products to high fashion 
items to support higher wages and costs. 


--Tourism. Despite the decision of the Australian Government's civil 
aviation authorities to bypass Singapore as a stopover for those passen- 
gers traveling on new low budget fares between Australia and London, the 
number of tourists arriving in Singapore increased by 8.7 percent for 
the first six months of 1979. Also, Singapore's tourist industry was 
not adversely affected by the anticipated drop in Indonesian visitors 
following the devaluation of the Indonesian rupiah. In 1978, income 
from the industry was S$1.19 billion or 6.8 percent of Singapore's GNP, 
and it is predicted that in 1979 the industry will do even better. The 
annual inflow of tourists is expected to exceed Singapore's 2.3 million 
population this year or next. 


Singapore Airlines, the industry's main vehicle for bringing in more 
tourists, has proved itself a highly successful national carrier. The 
Civil Aviation Agreement recently signed between Singapore and the United 
States will permit SIA three additional landing points in the United 
States, and allows more U.S. airlines to fly to Singapore. 


In anticipation of a continued increase in tourism, several of Singapore's 
large hotels have expanded and proposals for five new hotels are on the 
drawing boards. Currently, the Singapore Tourist Promotion Board is 
placing more emphasis on promoting Singapore as a convention center and 
with this the prospects for tourism appear bright. 
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--Labor. Although figures are not available for 1979, the unemploy- 
ment rate has not changed significantly from last year's rate of 3.6 per- 
cent. There were no strikes. Unions are supportive of government 
economic policies and view their role as crucial to national development. 
One disturbing note is that the productivity of workers in the manufac- 
turing sector has, according to a recent report, declined by over two 
percent a year during the period 1974-78, possibly because of the near 
doubling during that period of workers imported from neighboring countries 
for labor-intensive industries. 


--Shipping. Singapore is now rated as the third busiest port in the 
world and the Republic remains the major port for transshipment of goods 
to and from neighboring countries. The total throughput of general and 
bulk cargo rose by 21.5 percent for the first six months of 1979 compared 
to the corresponding period last year. Containerized cargo increased by 
25.2 percent for the same period. Braniff will begin operating from 
Singapore in late October, 1979, and will join Singapore Airlines, Pan 
Am, and Flying Tiger Lines in the competition for air cargo services to 
the U.S. 


--Investment. For the first half of 1979, Singapore continued to 
benefit from the inflow of foreign capital. In 1978 foreign companies 
made investment commitments of S$778 million. Due to the large finan- 
cial commitments made by Japanese and American companies in the Sumitomo 
petrochemical complex and the associated downstream projects, invest- 
ments for 1979 should reach an all-time high. In addition, many foreign 
companies made commitments to expand existing plants. It should be noted 
that investments on high value equipment and machinery (the Sumitomo 
petrochemical complex serves as a good example) will account for most 
foreign investment made in 1979. 

NET MANUFACTURING INVESTMENT COMMITMENTS=/ 
(Million US$) 


Year Foreign Local Total Ex. pate?! 


1974 73.1 53.3 126. 2.31 
1975 104.0 24. 128. 2.39 
1976 118.6 Zee 141. 2.45 
1977 154.8 14. 169. 2.43 
1978 332.9 20. 353. 2.27 

lst half 230.4 12. 243. 

2nd half 102.5 7. 110. 
1979 

lst half 297.1 39.4 336.5 2.20 


3/ Net manufacutring investment commitments refer to gross manufacturing 
investment commitments less projects withdrawn or uncertain as at end 
of period. 


4/ Exchange Rate: Singapore $ per US$. 
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In addition to Singapore's strategic position in world trade, the factors 
that make it attractive to investors given to industries of special 
interest to the government, excellent financial and other services, the 
absence of corruption in government, the well educated, disciplined young 
work force, and, as noted above, Singapore's record of political stability. 


--Financial. The inflation rate for the first six months of 1979, as 
measured by the Consumer Price Index, was a gratifying 2.5 percent. The 
government has predicted that the inflation rate will be substantially 
higher for the next six months of 1979, however, as a result of recent 
increases in the price of petroleum, wages, electricity, imported consumer 
products, and increases in transport costs. Consequently, the increase 
in the Consumer Price Index for all of 1979 may be between 4.5 and 5.5 
percent. 


In the past four years the volume of foreign exchange transactions on the 
local market has more than quintupled. There is also marked growth in 
the assets of offshore banking operations and the market for certificates 
of deposit. According to the Monetary Authority of Singapore (MAS), 
assets and liabilities of the 85 Asian currency units, the licensed off- 
shore banks funding operations in Singapore, rose to S$$27 billion in 1978, 
about 29 percent higher than the previous year's total of S$21 billion. 
MAS reports that in the first half of 1979, S$175 million in long-term 
floating rate certificates of deposit had been issued. Also according 

to MAS, as of the end of April the figure for the Asian dollar market 
surpassed US$30 billion. The reason given is that loans to non-bank 
customers increased despite the firmer U.S. dollar, while non-bank 
deposits continued to increase. 


The Association of Banks in Singapore (ABS) earlier this year again 
protested about the government-supported privileges granted to the Post 
Office Savings Bank, such as the right to open an unlimited number of 
branches and tax exempt deposits, which it claims threaten the competi- 
tiveness of local banking. 


--Foreign Trade. The Singapore economy depends heavily upon trade, 
and a major although inescapable concern must be its vulnerability to 
poor economic performance in its major trading partners. Singapore's 
trade during the first half of 1979 accounted for 26.3 percent of GDP 
and continues to be an important sector of the economy despite the grow- 
ing importance of manufacturing and other industries. For the first half 
of 1979 Singapore's total trade with other countries was 25 percent 
higher than for the same period last year. Exports increased at a rate 
of 27 percent while the increase in imports was about 23 percent. Conse- 
quently, Singapore's trade deficit narrowed by 11 percent in comparison 
to the 27 percent increase in the deficit for the first half of 1978. 

The growth of exports of locally manufactured products, particularly 
electronic and petroleum products, and a higher volume of re-exported 
rubber and palm oil products added to the increase in total export value. 
During this period, Singapore's major trading partners were Malaysia, the 
United States and Japan which together accounted for 42 percent of total 
trade; Saudi Arabia was fourth, with Hong Kong and Thailand following. 





IMPLICATIONS FOR THE UNITED STATES 
Outlook for 1979 


Experts continue to estimate that for the next three or four years, 
barring a severe worldwide recession, Singapore's growth should range 
between 6 to 8 percent per annum. These years will be important in 
appraising Singapore's prospects for development as the economy adjusts 
to the government's higher wage policy. Investors and manufacturers are 
now cognizant of the government's innovative strategies for moving into 
higher value industries and the easing effect these policies should have 
on the current tight labor situation as labor-intensive industries are 
discouraged and labor is freed up. 


Singapore's exporters are worried about the possible slowdown in the 
economies of its major trading partners; many of them have vivid memories 
of how the worldwide recession of 1974-75 caused a drop in export orders. 


Although Singapore is a major refining center, the Republic has become 
more aware of the global energy crisis as the price of gasoline and 
electricity increases. In mid-1979, the long lines of diesel powered 
vehicles waiting for fuel coincided with media reports of similar scenes 
at California service stations. The government is now looking more 
seriously at plans to curtail the consumption of energy. 


--Investment and Trade. New U.S. investment in ASEAN is increasing 
and several of the U.S. firms already located in Singapore are expanding 
their existing operations. ASEAN's attractiveness for U.S. investment 
was accentuated in July 1979, when more than 100 U.S. businessmen met in 
Manila with ASEAN Chambers of Commerce and Industry to discuss the 
potential for U.S. investment, expansion of trade and the feasibility of 
joint ventures. 


A few months before this meeting, Singapore's Economic Development Board 
disclosed plans for four new tax incentives in which companies would be 
granted a reduction in taxes for investment allowance)/, warehousing and 
servicing, international trade and international consultancy. Singapore's 
success in attracting investment is currently being studied by other Asian 
countries. Consequently, Singapore's economic success may be a model for 
other countries in Southeast Asia to follow. 


U.S. exporters, actual and potential, should closely examine the potential 
for sales to the ASEAN countries, whose economies have recorded growth 
rates well above those of most other regions. Singapore's own market is 
relatively small, but Singapore is very much a regional marketplace 


5/ This scheme is particularly beneficial to long-gestation projects 
which may not generate profits early enough to benefit much from a 
limited tax-holiday period that starts from the first day of commer- 
cial production. This is especially beneficial to currently profitable 
companies in Singapore that invest in approved projects such as expan- 
sion, upgrading or diversification. A company can utilize the invest- 
ment allowance granted by virtue of the new projects to claim tax 
exemption on profits from the current business. 
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through which much of the trade flows with Malaysia, Indonesia and to a 
lesser extent other nearby countries. Many local trading houses have 
excellent commercial connections in these countries and can serve as 
agents for U.S. manufacturers. U.S. dollar depreciation against most 
Asian currencies affords a margin of competitiveness which favors 
entrance into this promising market. 


The U.S. Government continues to sponsor trade exhibits and seminars 
throughout the ASEAN region, and participation in these or in privately 
sponsored international trade exhibits can provide a useful introduction 
to ASEAN markets. The U.S. Export-Import Bank has redoubled its efforts 
to assist U.S. exporters in financing large sales and has a range of 
programs well worth inquiring about. U.S. Embassies can be of assistance 
in identifying sales and project opportunities, in introductions to local 
government agencies, banks, or trading houses, and in helping to establish 
the reliability of potential agents or customers. Although U.S. companies 
will find the competition stiff, they should not ignore the large and 
growing potential of the vigorous Southeast Asian economies. The Embassy 
completed a study last year on "How to Win Markets in Southeast Asia", 
which describes export and marketing techniques that have proven success- 
ful and should be useful to U.S. companies contemplating an export effort. 
Copies are available from the Department of Commerce in Washington and 
from its field offices throughout the United States. 


*% U. S, GOVERNMENT PRINTING OFFICE: 1979—311-056/197 








